The Nation's health care bill topped $500 billion in 1987, an increase of 9.8 percent from 1986. Per capita spending increased to a level of $1,987, almost ten times the per capita spending of 1965. National health expenditures (NHE), as a share of the gross national product, continued its upward climb to 11.1 percent in 1987, increasing from 10.7 percent in 1986 and nearly double what it was in 1965 ( Table 1) .
Most of the growth in 1987 NHE was concentrated in spending for professional services. Expenditures for physicians', dental, and other professional services grew at rates faster than overall spending. Spending for the institutional services of hospital and nursing home care grew at slower than overall rates, reflecting the success of public and private hospital cost-control initiatives implemented in the early part of this decade.
National health expenditures
National health expenditures are divided into two parts: health services and supplies (expenditures related to current health care) and research and construction of medical facilities (expenditures related to future health care). Health services and supplies can be disaggregated into personal health care (the direct provision of care), program administration and the net cost of health insurance, and government public health activities.
Personal health care
Personal health care expenditures grew 10.2 percent to reach a level of $443 billion in 1987 (Table 2) . This translates to an average of $1,758 per person. Personal health care includes hospital and nursing home care, services of physicians, dentists and other professionals, and miscellaneous other personal health care services, as well as purchases of prescription and nonprescription drugs and durable medical products.
Hospital and nursing home services which combine to represent institutional services, were the slowest growing personal health care expenditure categories during the last 4 years. Growth rates for hospital care spending reached a low of 6.3 percent in 1984, and have steadily increased to a rate of 9.1 percent in 1987. During this period, hospital care spending grew at a slower pace than total spending, reversing the trend of the period 1978-82 when hospital growth exceeded total spending growth.
Hospital care accounted for the largest share of personal health spending-$195 billion in hospital revenues representing 44 percent of personal health expenditures. Estimates of expenditures for hospital care include spending for both inpatient and outpatient hospital services. Spending for drugs and other services and supplies associated with hospital care, including services of hospital-salaried physicians, are also included in the hospital care category.
Nursing home care, the other component of institutional care, showed slower growth than personal health care during 3 of the last 4 years. Expenditures for nursing home care were $41 billion and accounted for 9 percent of personal health care spending. Spending increased only 8.6 percent from 1986, which was the slowest growth rate among all types of service.
While institutional spending showed the slowest growth in 1987, spending for the professional services of physicians, dentists, and other professionals showed the highest growth rates among types of service. In a trend opposite from hospital spending, growth in spending for physicians' services has outpaced that of health care since 1984. Expenditures for physicians' services, representing 23 percent of personal health spending, is the second largest personal health category. In 1987, $103 billion was spent for physicians' services, increasing 12.2 percent from 1986.
Spending for other professional services grew faster than any other type of service in 1987-as it has in every year since 1980. At a level of $16 billion, this category accounted for 4 percent of personal health care spending. Home health agency services are included in other professional services and account for much of the growth in this category. Also included are services rendered by chiropractors, private duty nurses, optometrists, podiatrists, among others. Spending for dentists' services was $33 billion in 1987, increasing 11.1 percent from 1986. This category accounted for 7 percent of personal health spending.
The remaining 13 percent of the personal health care dollar was spent on drugs and medical sundries, eyeglasses and appliances, and other personal health care. Expenditures for drugs and medical sundries were $34 billion, increasing 8.9 percent from 1986. Expenditures for eyeglasses and appliances were $9 billion, increasing 9.3 percent from 1986. Other personal health care includes health care spending that does not clearly fit in any other category or is unspecified. This category is comprised mostly of public expenditures-the only private expenditures are for the operation of industrial onsite health services (industrial inplant). Other personal health care expenditures were $12 billion in 1987, increasing 12.2 percent from 1986.
Other health services and supplies
Program administration and the net cost of private health insurance (the difference between premiums earned and benefits incurred) amounted to $26 billion. This accounted for 5 percent of total spending, increasing 8.4 percent from 1986. Government public health activities amounted to $15 billion in 1987, increasing 7 percent from 1986. Public health activities are those functions carried out by Federal, State, and local governments to support community health, as opposed to care delivered to individuals.
Other national health expenditures
Expenditures for research were $9 billion in 1987, and include all spending for biomedical research and research in the delivery of health care by both private and public agencies. Research expenditures of drug and medical supply companies are not included in this category, but are included implicitly in the expenditure class in which the product falls. Spending for the construction of medical facilities was $8 billion in 1987, increasing 2.8 percent from 1986. The previous 3 years showed a decline in this category, which was a reaction to falling occupancy rates and overcapacity in community hospitals.
Financing personal health care
Third parties, through private health insurance plans and government programs, financed almost three-quarters of total personal health care in 1987. The remaining 28 percent was paid by direct patient payments in the form of coinsurance and deductibles, as well as out-of-pocket payments for uncovered services.
Within the general category of personal health, the share funded by third parties varied a great deal by type of care. The third-party share ranged from a high of 90 percent for hospital care to a low of 25 percent for drugs and medical sundries. Third parties paid for 74 percent of physician's services, 39 percent of dentists' services, and 51 percent of nursing home care.
Private health insurance plans paid an estimated $139 billion in benefits in 1987, which accounted for 31 percent of all personal health spending (Table 3) . A large share of the spending for hospital care and physicians' services was paid for by private health insurance-37 percent of spending for hospital care and 43 percent of spending for physicians' services. The "other private" category of expenditures includes philanthropy and industrial inplant services and amounted to $5 billion in 1987.
Government programs spent $175 billion for personal health care services in 1987 (Table 4) . Public programs financed 40 percent of all personal health care expenditures including 52 percent of all hospital care (Table 5) , 31 percent of all physicians' services (Table 6) , and 49 percent of all nursing home care ( Table 7) , and 20 percent of all remaining other personal health care services (Table 8) . Medicare, the largest public financer of health care, provided $81 billion in health care services to 32.4 million aged and disabled enrollees in 1987 (Table 9 ). The majority of Medicare benefits, 66 percent, purchased hospital care; another 27 percent bought physicians' services.
During the last 14 years with only one exception, Medicare spending for physicians' care grew 15 to 26 percent per year. Medicare expenditures for hospital care experienced similar growth rates for 1974-82, but that growth has slowed considerably in the last few years because of the implementation of the prospective payment system (PPS). As a result, Medicare's share of expenditures for physicians' services grew from 13 percent in 1974 to 22 percent in 1987; its share of expenditures for hospital care increased from 20 to 27 percent during the same period.
In 1987 Besides Medicare and Medicaid, there are many other public sources of financing for health care services. In 1987, these other programs paid $45 billion in personal health benefits, and represent 10 percent of personal health spending. This category includes such programs as the Veterans' Administration, Department of Defense, Indian Health Service, worker's compensation, and maternal and child health.
Financing other health expenditures
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